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Re : Letter Dated March 30, 2009, Arizona Public Service Company,
Docket No. E-01345A-08-0172

Dear Commissioner Kennedy:

Arizona Public Service Company ("APS" or "Company") provides this response to your letter
of March 30, 2009 regarding APS's Demand Side Management Adjustor Charge ("DSMAC"), Time-
of-Use ("TOU") rates and the effect both may have on APS's low income customers and houses of
worship.  Below are the questions in the order  presented in your  letter  as well as the Company's
responses.

Q.1. D o e s  A P S  p la n  to  re q u e s t  th a t  t h e  A r i zo n a  C o rp o ra t i o n  C o m m iss io n  ( "C o m m iss io n " )
remove the freeze ignaz presently exists on APS 's TOU relig ious houses o f  w o rsh ip ta r
( R a t e  S ch e d u l e  E - 2 0 ) ?  I f  n o t ,  w h y  n o t ?  W h a t  w o u l d  b e  t h e  e j e c t  o f  u n f r e e z i n g  t h i s
t a r ' ?

Response: APS's TOU Rate Schedule E-20 (Houses of Worship) was first implemented in 1996 as
a result  of a  sett lement agreement.  See Decision No. 59601 (April 24,  1996).  The
schedule was subsequently frozen by the Commission in Decision No. 67744 (April 7,
2005), and alter some discussion in the Company's last fully litigated rate case in 2007,
it remained frozen. In its current rate application, neither APS nor any other party has
proposed in their pre-tiled testimony a change in the status of Rate Schedule E-20.

The rate was frozen in 2005 for two primary reasons.

(1) The rate schedule has proven to be difficult to administer. Pursuant to its
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applicability clause, the rate was available to "non-taxable houses of worship whose
main purpose is worship and who have an established and continuing membership.
Only the meter that measures service to the building in which the sanctuary or
principle place of worship is located is eligible for this schedule." This limitation as
to the scope of activities eligible for the rate is difficult to monitor and, over time,
the definition had become difficult to apply. For example, today, houses of worship
are often built to be multi-purpose facilities and are not used solely during the
traditional times of worship. They are available weekdays for many uses and may
contain meeting rooms and kitchen facilities available for use by other parties.
Whether the "main purpose" of such facilities is worship is thus often difficult to
ascertain.

(2) After the rate was implemented, cost of service studies indicated that it was not
producing revenues equal to the costs incurred to serve the customers participating
on the rate. Based on the test year data for the current rate case, the average cost to
serve customers on the rate schedule is approximately $0.15 per kph, while the rate
generates approximately $0.095 per kph. This revenue shortfall is recovered from
other  APS customers.  Because the rate is frozen,  APS has not proposed to
significantly modify the charges within E-20 to balance the cost to serve with the
expected revenue.

For houses of worship that are not served under Rate Schedule E-20, APS offers
services under other available general service rate schedules, including a general service
time-of-use option. If the house of worship's electrical consumption is primarily on
weekends or during other off-peak periods, the customer will enjoy savings compared
to a non-TOU rate option.

In addition to general service TOU rate options, APS is also open to considering
unfreezing Rate Schedule E-20 with appropriate adjustments to both the E-20 rate
schedule and other general service rates classes in its general rate case. Further, APS is
willing to consider other rate schedule options for houses of worship as an alternative to
unfreezing Rate Schedule E-20 within the rate design process.

Q.2. Does APS plan to propose that religious houses of worship be ,held harmless from
paying the DSMAC? What would be the eject of having religious houses of worship
exempt froin paying the DSM4C?

Response: In Decision No. 70961, the Commission exempted APS's low-income customers served
under Rate Schedules E-3 and E-4 from paying the DSMAC charge. APS presently has
not proposed in its general rate case that houses of worship be held handless from
paying the DSMAC. The effect of holding houses of worship harmless loom the current
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DSMAC, based on 2008 sales to E-20 customers, would be to shift approximately
$20,000 annually to other customers.

Q.3. IfAPS does not believe religious houses of worship should be exempt frorn paying the
DSAMC, does APS plan to propose that religious houses of worship be held harmless
from paying any increases in the DSM/IC? What would the ejjeet be of having religious
houses of worship exemptjrom paying any increases in the DSM4C?

Response : Pursuant to Decision No. 70961, religious houses of worship are not exempt from
paying the DSMAC. At this time, APS would not propose to exempt religious houses of
worship served Linder Rate Schedule E-20 from future changes to the DSMAC. The
level of future increases to the DSMAC cannot be detennined since it will be based on
the costs and results of DSM programs in the future and the level of such costs included
in the Company's base rates. As such, the impact on either other customers or E-20
customers of exempting E-20 customers from future changes to the DSMAC cannot be
determined. However, the effect of any exemption, either now or in the future, would be
to shift DSMAC cost recovery to non-exempt customers.

Q.4. Are low income customers presently required to pay the DSM4C? If yes, does APSplan
to propose that low income customers be held harmless from paying the DSM4C? I f
low income customers are presently required to pay the DSM4C, what would be the
effect of having low income customers exempt from the DSM4C?

Response: As previously noted, the Commission exempted customers who participate in APS's
low income rate schedules (E-3 and E-4) from the DSMAC in Decision No. 70961,
Prior to that time, although, low income customers were not exempt from paying the
DSMAC, they did not pay it as a practical matter because the DSMAC was set at zero.
Based on 2008 sales to E-3 and E-4 customers, the current DSMAC costs that will be
shifted to other customers because of this exemption total approximately $400,000
annually.

Q.5. If low income customers are presently required to pay the DSM4C and APS does not
believe low income customers should be exempt from paying the DSM4C, does APS
plan to propose that low income customers be meld narmlessfrom paying any increases
in the DSM4C? What would be the effect of naving low income customers exempt from
paying any increases in the DSM4C?

Response : Pursuant to Decision No. 70961, low income customers who participate in its low
income Rate Schedules E-3 and E-4 are not required to pay the DSMAC. Until and
unless that Commission policy changes, APS would assume E-3 and E-4 customers
would be exempted from future increases in the DSMAC. But as indicated in response
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to Question No. 3, futLu'e increases to the DSMAC cannot be determined at this time,
therefore, the effect of exempting low income customers from future changes to the
DSMAC cannot presently be determined.

I hope this information is responsive to the questions posed in your letter. If there are any
questions regarding this response, please feel free to contact me.

Sincerely,

Thomas L. Mum aw

TLM/na
cc: Chairman Kristin K. Mayes

Commissioner Gary Pierce
Commissioner Paul Newman
Commissioner Bob Stump
Ernest Johnson .
Janice Alward
Lyn Farmer
Docket Control
Parties of Record
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Copies of the foregoing emailed or mailed
This 17th day of April 2009 to:

Tina Gamble
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007
tgamb1e@azruco.gov

Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
ejohnson@cc.state.az.us

C. Webb Crockett
Fennemore Craig
3003 North Central, Suite 2600
Phoenix, AZ 85012-2913
wcrocket@fc1aw.comMaureen Scott

Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
mscott@azcc.gov

Kevin Higgins
Energy Strategies, LLC
215 South State Street, Suite 200
Salt Lake City, UT 84111
khiggins@energystrat.com

Janet Wagner
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
jwagner@azcc.gov

Michael L. Kurtz
Boehm, Kurt & Lowry
36 East Seventh Street, Suite 2110
Cincinnati, OH 45202
mkurtz@BKLlaw5rm.com

Terri Ford
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
tford@azcc.gov

Kurt J. Boehm
Boehm, Kurt & Lowry
36 East Seventh Street, Suite 2110
Cincinnati, OH 45202
kboehm@BKL1awfirm.com

Barbara Keene
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
bKeene@cc.state.az.us

The Kroger Company
Dennis George
Attn: Corporate Energy Manager (G09)
1014 Vine Street
Cincinnati, OH 45202
dgeorge@kroger.com

Daniel Pozefsky
Chief Counsel
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007
dpozefsky@azruco.gov

Stephen J. Baron
J. Kennedy & Associates
570 Colonial Park Drive
Suite 305
Roswell, GA 30075
sbaron@jkenn.com

William A. Rigsby
RUC()
1110 West Washington, Suite 220
Phoenix, AZ 85007
brigsby@azruco.gov

Theodore RobertsSempra Energy Law Department

101 Ash Street, H Q 13
San Diego, CA 92101-3017
TRoberts@sempra.com

Lawrence V. Robertson, Jr.
2247 E. Frontage Road
Tubac, AZ 85 46
tubaclawver@ao1.com
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Michael A. Curtis
501 East Thomas Road
Phoenix, AZ 85012
mcurtis401@aoLcom

Karen Nolly
MOYES, SELLERS, & SIMS
1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004
kenadlv@lawms.com

William P. Sullivan
501 East Thomas Road
Phoenix, AZ 85012
wsullivan@cgsuslaw.com

Jeffry J.  Woner
K.R. Aline & Assoc., PLC
160 N. Pasadena, Suite 101
Mesa, AZ 85201
jjw@krsa1ine.comLarry K. Udall

501 East Thomas Road
Phoenix, AZ 85012
1udaLl1@cgsuslaw.com

Scott Canny ,
General Counsel the Hopi Tribe
P.O. Box 123
Kykotsmovi, AZ 86039
Scanty0856@ao1.com

Michael Grant
Gallagher & Kenned , P.A.
2575 East Camelback Road
Phoenix, AZ 85016
MMG@gknet.com

Cgflthia Zwick
1 40 E. Luke Ave

Gary Yaquinto
Arizona Investment Council
2100 North Central, Suite 210
Phoenix, AZ 85004
gyaquinto@arizonaic.org

Phoenix, AZ 85016
czwick@azcaa.org

David Berry
Western Resource Advocates
P.O. Box 1064
Scottsdale, AZ 85252-1064
azb1uhiI1@aol.com

Nicholas J.  Roch
349 North 4 Ave
Phoenix, AZ 85003
nick@lubinandenoch.com

Tim Hogan
Arizona Center for Law in the Public Interest
202 East McDowell Road
Suite 153
Phoenix, AZ 85004
thogan@ac1pi.org

Karen S. White, Esq
Air Force Utility Litigation &
Negotiation Team
AFLOAT/JACL-ULT
139 Bases Drive
Tyndall AFB, FL 32403
karen.white@tyndalLaf.mil

Jeff Schlegel
SWEEP Arizona Representative
1167 W. Samalayuca Dr.
Tucson, AZ 85704-3224
schlegelj@aol.com

Amanda Ormond
Interest  Energy Alliance
7650 s. McClintock
Suite 103-282
Tempe, AZ 85284
asormond@msn.com

Jay I. Modes
MOYES, SELLERS, & SIMS
1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004
jimoyes@lawms.com

Douglas V. Pant
Law Offices of Douglas V. Font
3655 W. Anthem Dr.
Suite A-109 PMB 411
Anthem, AZ 85086
dfant1aw@earthlink.net

Barbara Wyl1-Pecora
27458 N. 129 Drive
Peoria, AZ 85383
bwylliepecora@yahoo.com
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Carlo Dal Monte
Catalyst Paper Corporation
65 Front Street, Sulte 201
Nanaimo, BC V9R 5H9
Carlo.da1monte@catalystpaper.com
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